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costs, that are expensed in the period
in which they are incurred, such as
selling expenses and general and ad-
ministrative expenses. Other costs are
all costs recorded on the books of the
producer that are not product costs or
period costs, such as interest. Total
cost does not include profits that are
earned by the producer, regardless of
whether they are retained by the pro-
ducer or paid out to other persons as
dividends, or taxes paid on those prof-
its, including capital gains taxes;

(y) Used. “Used” means used or con-
sumed in the production of goods; and

(z) Value. ““Value’ means the value of
a good or material for purposes of cal-
culating customs duties or for purposes
of applying this subpart.

§10.730 Originating goods.

Except as otherwise provided in this
subpart and General Note 28, HT'SUS, a
good imported into the customs terri-
tory of the United States will be con-
sidered an originating good under the
AFTA only if:

(a) The good is wholly obtained or
produced entirely in the territory of
one or both of the Parties;

(b) The good is produced entirely in
the territory of one or both of the Par-
ties and:

(1) BEach non-originating material
used in the production of the good un-
dergoes an applicable change in tariff
classification specified in General Note
28(n), HTSUS;

(2) The good otherwise satisfies any
applicable regional value content or
other requirements specified in Gen-
eral Note 28(n), HTSUS; or

(3) The good meets any other require-
ments specified in General Note 28(n),
HTSUS;

(c) The good is produced entirely in
the territory of one or both of the Par-
ties exclusively from originating mate-
rials; or

(d) The good otherwise qualifies as an
originating good under General Note
28(n), HTSUS.

§10.731 Textile and apparel goods
classifiable as goods put up in sets.
Notwithstanding the specific rules
set forth in General Note 28(n), HTSUS,
textile or apparel goods classifiable as
goods put up in sets for retail sale as

§10.732

provided for in General Rule of Inter-
pretation 3, HT'SUS, will not be consid-
ered to be originating goods unless
each of the goods in the set is an origi-
nating good or the total value of the
non-originating goods in the set does
not exceed 10 percent of the value of
the set.

§10.732 De minimis.

(a) Except as provided in paragraphs
(b) and (c) of this section, a good that
does not undergo a change in tariff
classification pursuant to General Note
28(n), HTSUS, is an originating good if:

(1) The value of all non-originating
materials used in the production of the
good that do not undergo the applica-
ble change in tariff classification does
not exceed 10 percent of the adjusted
value of the good;

(2) The value of the non-originating
materials described in paragraph (a)(1)
of this section is included in the value
of non-originating materials for any
applicable regional value content re-
quirement for the good under General
Note 28(n), HTSUS; and

(3) The good meets all other applica-
ble requirements of General Note 28,
HTSUS.

(b) Paragraph (a) does not apply to:

(1) A non-originating material pro-
vided for in Chapter 4, HTSUS, or in
subheading 1901.90, HTSUS, that is used
in the production of a good provided for
in Chapter 4, HTSUS;

(2) A non-originating material pro-
vided for in Chapter 4, HTSUS, or in
subheading 1901.90, HTSUS, that is used
in the production of a good provided for
in one of the following HTSUS provi-
sions: subheading 1901.10, 1901.20 or
1901.90; heading 2105; or subheading
2106.90, 2202.90 or 2309.90;

(3) A non-originating material pro-
vided for in heading 0805, HTSUS, or
subheadings 2009.11 through 2009.39,
HTSUS, that is used in the production
of a good provided for in subheadings
2009.11 through 2009.39, HTSUS, or in
subheading 2106.90 or 2202.90, HTSUS;

(4) A non-originating material pro-
vided for in Chapter 15, HT'SUS, that is
used in the production of a good pro-
vided for in headings 1501 through 1508,
1512, 1514 or 1515, HTSUS:;

(5) A non-originating material pro-
vided for in heading 1701, HTSUS, that

313



§10.733

is used in the production of a good pro-
vided for in headings 1701 through 1703,
HTSUS;

(6) A non-originating material pro-
vided for in Chapter 17, HTSUS, or
heading 1805, HTSUS, that is used in
the production of a good provided for in
subheading 1806.10, HTSUS;

(7) A non-originating material pro-
vided for in headings 2203 through 2208,
HTSUS, that is used in the production
of a good provided for in heading 2207
or 2208, HTSUS; or

(8) A non-originating material used
in the production of a good provided for
in Chapters 1 through 21, HTSUS, un-
less the non-originating material is
provided for in a different subheading
than the good for which origin is being
determined.

(c) A textile or apparel good provided
for in Chapters 42, 50 through 63, 70, or
94, HTSUS, that is not an originating
good because certain fibers or yarns
used in the production of the compo-
nent of the good that determines the
tariff classification of the good do not
undergo an applicable change in tariff
classification set out in General Note
28(n), HTSUS, will nevertheless be con-
sidered to be an originating good if the
total weight of all such fibers or yarns
in that component is not more than 7
percent of the total weight of that
component. Notwithstanding the pre-
ceding sentence, a textile or apparel
good containing elastomeric yarns in
the component of the good that deter-
mines the tariff classification of the
good will be considered an originating
good only if such yarns are wholly
formed in the territory of a Party. For
purposes of this paragraph, in the case
of a textile or apparel good that is a
yvarn, fabric, or group of fibers, the
term ‘‘component of the good that de-
termines the tariff classification of the
good” means all of the fibers in the
yarn, fabric, or group of fibers.

§10.733 Accumulation.

(a) Originating materials from the
territory of a Party that are used in
the production of a good in the terri-
tory of another Party will be consid-
ered to originate in the territory of
that other Party.

(b) A good that is produced in the
territory of one or both of the Parties
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by one or more producers is an origi-
nating good if the good satisfies the re-
quirements of §10.730 of this subpart
and all other applicable requirements
of General Note 28, HT'SUS.

§10.734 Regional value content.

(a) General. Except for goods to which
paragraph (d) of this section applies,
where General Note 28(n), HTSUS, sets
forth a rule that specifies a regional
value content test for a good, the re-
gional value content of such good must
be calculated by the importer, ex-
porter, or producer of the good on the
basis of the build-down method de-
scribed in paragraph (b) of this section
or the build-up method described in
paragraph (c) of this section.

(b) Build-down method. Under the
build-down method, the regional value
content must be calculated on the
basis of the formula RVC = ((AV -
VNM)/AV) x 100, where RVC is the re-
gional value content, expressed as a
percentage; AV is the adjusted value of
the good; and VNM is the value of non-
originating materials that are acquired
and used by the producer in the produc-
tion of the good, but does not include
the value of a material that is self-pro-
duced.

(c) Build-up method. Under the build-
up method, the regional value content
must be calculated on the basis of the
formula RVC = (VOM/AV) x 100, where
RVC is the regional value content, ex-
pressed as a percentage; AV is the ad-
justed value of the good; and VOM is
the value of originating materials that
are acquired or self-produced and used
by the producer in the production of
the good.

(d) Special rule for certain automotive
goods—(1) General. Where General Note
28(n), HTSUS, sets forth a rule that
specifies a regional value content test
for an automotive good provided for in
subheadings 8407.31 through 8407.34 (en-
gines), subheading 8408.20 (diesel engine
for vehicles), heading 8409 (parts of en-
gines), or any of headings 8701 through
8705 (motor vehicles), and headings 8706
(chassis), 8707 (bodies), and 8708 (motor
vehicle parts), HTSUS, the regional
value content of such good must be cal-
culated by the importer, exporter, or
producer of the good on the basis of the
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